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Mexico’s worst nightmare came true. Donald Trump––the candidate who spoke about deporting
millions of Mexican and other undocumented immigrants, expanding and strengthening a wall
along the US-Mexico border, and scrapping the North American Free Trade Agreement (NAFTA)—
was elected president of the United States on Nov. 8. The Mexican government attempted to put a
positive spin on the situation, with President Enrique Peña Nieto expressing optimism that the two
countries could forge a “positive” bilateral agenda.
In a small way, the election vindicates the Mexican president, who came under severe criticism for
having invited Trump to Mexico during the height of the campaign. At that time, a vast majority
of Mexicans were angry at Trump for his xenophobic comments about Mexico and Mexican
immigrants. And yet, Peña Nieto heeded the advice of Luis Videgaray, who was then finance
secretary, and extended the invitation. He explained at the time that it was important to begin
the relationship with both candidates, because either could win the presidency. The Republican
candidate took advantage of the opportunity in August, but the visit did little to cement relations.
And the uproar over the trip forced Videgaray to step down (SourceMex, Sept. 7, 2016).
“The US electorate gave President Peña Nieto room to work with the future Trump administration,”
columnist Raymundo Riva Palacio wrote in the daily business newspaper El Financiero on Nov.
10. “The concerns of the US voters need to be examined, including three important issues: trade,
immigration, and security. Which of these should be a priority? He has 71 days to define what he
wants to do, and how he is going to do it.”
Others urged Peña Nieto not to let his guard down. “By expressing such optimism in the aftermath
of the triumph of the Republican candidate, the Mexican government is making a mistake,”
columnist Jorge Carrasco Araizaga wrote in Proceso.com.
On the day of the US election, Peña Nieto summoned his security Cabinet, composed of the foreign
minister, the interior secretary, and the national defense minister. However, Carrasco Araizaga
said each of these ministries lacks sufficient credibility to be able to counter US policies. “Foreign
Relations Minister Claudia Ruiz Massieu appears to lack a clear voice,” Carrasco Araizaga said in
reference to Peña Nieto’s rejection of her offer to resign after Trump’s visit to Mexico. “Interior
Secretary Miguel Ángel Osorio Chong, who is in charge of the country’s security apparatus, does
not even have a representative from his ministry in the Mexican Embassy. And the Mexican Army
does not have the trust of Washington because of the numerous cases of officers involved in drug
trafficking. Finally, the attorney general’s office is operating without direction.”

Immigration policy a huge concern
Without mentioning Mexico directly, Carrasco Araizaga noted that Trump had made his priority
clear early on. “After portraying Mexico as a country that sends illegal migrants and drugs to the
US, the US president-elect made it clear during his first meeting with US congressional leaders that
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his priority would be immigration and border security,” he wrote. “In other words, his proposed
reinforced wall would serve not only to control the flow of immigrants, but also to prevent terrorists
from coming to the US via Mexico, which is the same obsession former US President George W.
Bush had. The difference is that Trump has in the past declared that Mexico is his target.”
Other analysts said the concerns about immigration should be at the top of the agenda for Peña
Nieto. During the campaign for the Republican nomination and for the presidency, Trump
made it clear that he intends to crack down on illegal immigration, including the expansion
and strengthening of a wall along the US-Mexico border and the deportation of millions of
undocumented immigrants, mostly from Mexico and Central America (SourceMex, Aug. 24, 2016).
Just days after his election, Trump said he would make good on his promise to move forward with
massive deportations. In an interview on the US television news show “60 Minutes,” the president
elect told correspondent Lesley Stahl that he would deport as many as 3 million undocumented
immigrants after he takes office next year.
The deportations could cause economic hardships for many Mexican states. For example, a state
like Guerrero, which is already facing high unemployment, drug-related violence, and high levels of
poverty, would have trouble accommodating the immigrants who would be sent back to the state. By
some estimates, at least 1 million former residents of Guerrero live in the US.
“Of course, Guerrero is not in any condition to receive the million or more than one million
migrants” in the US, Guerrero Gov. Héctor Astudillo told the Associated Press. “On the contrary,
they have been an important mainstay in supporting the economy of Guerrero.”
At the broader level, the deportations could greatly reduce the amount of remittances sent back to
Mexico from expatriates. Remittances in 2015 reached US$25 billion (SourceMex, May 11, 2016).

Will Trump seek to renegotiate NAFTA?
Another major issue of concern to Mexico is Trump’s statements during the political campaign that
he plans to scrap NAFTA or significantly renegotiate the agreement to benefit the US (SourceMex,
July 27, 2016).
“Trump’s comments have not had majority support [among the US electorate], and after the
Nov. 8 elections, the situation has not changed, Riva Palacio wrote. “According to a US poll, 42%
of respondents said trade agreements shift jobs away from the US, but another 38% said the
agreements create jobs.” He added: “Another component that is not often mentioned is that for
every US$1.00 that is invested in Mexico, about US$0.40 is returned to the US via economic activity.”
Some observers urged the Mexican business sector to take a proactive stance regarding trade, even
though the changes that the US president-elect proposes are bound to hurt the US economy more
than the Mexican or Canadian economies. “If Trump fulfills his commitment of renegotiating or
exiting NAFTA, our government has to adopt a preventative stance,” columnist Enrique Quintana
wrote in El Financiero. “Mexican business entrepreneurs must weave strong alliances with their
counterparts in the US while informing the president-elect and his team of the consequences of
gutting NAFTA.”
Beyond Trump’s election, a big concern is that there will be little resistance to Trump’s efforts
to enact his agenda, since his Republican Party remained the majority in both houses of the US
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Congress. According to Gabriela Siller, director of economic analysis at Banco Base in Mexico
City, the fact that the Republican Party retained control of both houses of Congress bodes well for
Trump’s ability to put most of his policy agenda into effect.
If Trump is able to impose trade protectionist measures and to renegotiate or scrap NAFTA, she
projected, the Mexican currency could drop in value to about 24 pesos per US$1.00, and Mexico’s
GDP could shrink by 2% to 3%.
Conversely, if Trump adopts a more conciliatory tone, the peso could stabilize at 19.5 pesos per US
$1.00 and growth could reach 1.5% in 2017, she told reporters.
For its part, The New York Times noted that Trump’s election may had set back years of efforts
to improve the historically fraught cross-border relationship. “The outcome promises a turbulent
financial future for Mexico, which relies on America as an economic lifeline, both in terms of trade
and remittances,” it said.

Mexican stock exchange suffers heavy losses
In the aftermath of the US election, the Mexican currency suffered its largest drop in nearly 20 years
to 20.20 pesos per US$1.00. On Nov. 15, a week after the election, the exchange rate stood at about
20.80 pesos per US$1.00.
Other financial markets, including the New York Stock Exchange (NYSE) also suffered initially but
were able to recover. “After a huge drop on Nov. 8 and Nov. 9, the US stock market overcame its
fear of Donald Trump and managed to make a significant recovery, with the Dow Jones Industrial
Average reaching historic highs,” syndicated columnist Sergio Sarmiento wrote. “However, this
has not been the case with Mexican stocks and the peso, which have been the biggest losers in the
financial markets since the election of Trump.”
On Nov. 9, the day after the election, the top index (Índice de Precios y Cotizaciones, IPC) at the
Mexican stock exchange (Bolsa Mexicana de Valores, BMV) closed the session with a loss of 2.23%,
or about 1,080 points.
Finance Secretary José Antonio Meade moved to reassure investors and the Mexican community,
putting a positive spin on the situation. The strength of Mexico’s public finances and financial
institutions allow the country to avoid taking any “premature decisions ahead of developments that
are still unknown,” Meade said.

-- End --
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